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Financial Records for Country Creameries 
Bv FRA:sK RoBOTKA 
AGRICULTURAL EXPERIMENT STATION 
IOWA STATE COLLEGE OF AGRICULTURE AND 
:MECHANIC ARTS 
C. F. Curtill, Dire(tor 
AGRICULTl'RAL ECO:>:O:'IIIC.5 SEcriO:"J 
Ame1, Iowa 
The creamery business is like any other business in that the principles of 
business organization and management which apply to business generally also 
·apply to the creamery. Its efficient management and operation, therefore, call 
for the use of accounting data, which provide the basis for good management 
everywhere. In striving to make the accounting records as useful as possible, 
.three important considerations need to be borne in mind: 
First: Sound accounting principles must be employed in compiling them. 
The principles of particular importance are those having to do with valuation of 
properties, expense determination, the allocation of the expenses to the different 
settlement periods, and the maintenance of the physical plant. 
StconJ: Even tho each of a group of creameries fully meets the above require-
ments in the conduct of its own affairs, the accounting data may not yet be most 
useful to the group as a whole because the figures of one creamery will not be com-
parable with those bf another. This lack of uniformity is partly responsible for 
the differences in the prices paid for butterfat, cosu of manufacture, overrun, and 
other factors which creamery operators and patrons frequently compare in attempt-
ing to judge as to the relative merits of alternative opportunities of cream disposal. 
Third: This consideration has to do with the use which is made of the account-
ing data. Such data, no matter how carefully compiled, fail their purpose if they 
remain buried in the books or in the annual report. The view often prevails that 
the purpose of the records is merely,"to render an accounting," and that when the 
report is accepted and the management has been found to have correctly accounted 
. for all receipts and properties, the matter ends there.' This is an important func-
tion of the accounts, but even more \"aluable to the management is a study of the 
business which the records make possible. Such a study is most valuable when 
comparisons of important factors are made with previous periods, and particularly 
when made with similar factors for other creameries for the same period. Much 
can be accomplished by individual effort, but more will be accomplished if this 
work is made a part of a definite program of educational work by a group of cream-
eries. 
The Iowa Creamery Operators' and ~lanagers' Association, co-operating 
with the Iowa Buttermakers' Association, has recently interested itself in standard-
izing the accounting records and procedure with the view to promoting the general 
welfare of the creameries. Several district associations have been organized and 
some progress has been made in analyzing the results of business operation of the 
creameries in these district units. ~luch is hoped for from further work of this sort. 
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These groups were confronted at the outset with a lack of comparable business 
data. In view of the general need, the writer in co-operation with the agencies 
interested in this work, prepared a system of financial records adapted to the needs 
of the country creamery. The tentative system devised has been installed in over 
20 creameries operating under widely varying conditions and handling widely 
varying volumes of business. Its operation has been personally observed and 
supervised by the writer and a staff member (1) of the Extension Service. The 
system described in this bulletin is therefore the result ~f experimentation under 
actual operating conditions in Iowa and of the writer's intimate contact with 
creamery problems extending over a period of years. 
DESCRIPTION OF THE SYSTEM 
This bulletin docs not describe all of the records needed to make up a complete 
system of records for a creamery. A complete system would embrace: 
]. Raw material records: These include milk and cream route records and 
receiving and test records. 
2. Daily processing and finished goods records: showing the results of each 
churning and accounting daily for all products. 
3. Settlement records: which consist of patrons' statements, check forms, 
individual patrons' accounts and a settlement sheet (or payroll). 
4. Financial records: which provide expense and revenue data for calculating 
the settlements or for preparing profit and loss statements. The financial records 
also provide data needed in determining the financial condition of the business, i.e. 
resources, liabilities and proprietorship. 
l\lost creameries are fairly well provided with records of the first three classes, 
altho there still exists a considerable lack of uniformity. An effort may be made 
later to study the requirements in this respect and, if the results warrant it, to 
make recommendations with a view-to meeting the requirements more adequately. 
The present effort is limited to the financial records, as it is with reference to these 
that the greatest deficiency exists. The general plan of the system and the opera-
tion of each of the forms comprising it will be discussed in the following pages. 
THE GENERAL PLAN OF THE FINANCIAL SYSTEM 
The general plan of the proposed system of financial records is that it shall 
supplement anr adequate srstcm of receh·ing, processing, and patrons' settlement 
records which mar be in use. The financial records may be said to begin where 
the others leave off. All transactions other than those normally recorded in the 
above mentioned subsidiaT)· records will be recorded in one of the three Journals 
comprising the financial system, namely; the Sales Journal, the Expense Journal 
and the General Journal. All transactions will fall into one of these three classi-
fications. 
Another feature of the general plan is that no general ledger is to be used. as 
is customa11· for the expense, sales, and resource and liability accounts. Subsidi~11· 
ledgers will be used, as explained later, for personal accounts with creditors or 
customers and for certain other details. The neei:l of a general ledger is ob\·iated 
(l)Prol. F- W. Gaumnitz. 
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by a columnar arrangement in each Journal, by means of which all transactions 
recorded in it may be completely classified according to the accounts affected at 
the ~me the original entry is made. The Sales and Expense Journals also provide 
for the direct recording of adjustments of sales and expenses due to accruals, in-
ventories, etc. These Journals, therefore, yield ntt sales and expense figures for 
use directly in the preparation of 0jlerating Statements, or Profit and Loss State-
ments. The General Journal likewise presents a complete classification of Asset, 
Liability, and Net Worth accounts, yielding directly figures needed for the prepara-
tion of a Balance Sheet. Posting is thus reduced to a negligible consideration, and 
the laborious procedure of making and posting individual adjusting and dosing 
entries in the ordinary manner is entirely eliminated. In fact, the books are 
automatically dosed at the end of each month; the normal procedure followed at 
the end of 'llny month doses the books as of that date. 
The third general feature of the system to be mentioned is that the effect of 
the operations is reflected upon the financial condition at the end of each month 
simply by transfe~ring (posting) a summary from the Sales Journal, from the 
Expense Journal, and from the Operating Statement to the General Journal. It 
is by this process that the closing of the books mentioned above is accomplished. 
Each form will now be described in detail and its use explained. For entries 
of illustrative transactions, the reader is referred to the reproductions of these 
forms accompanying this circular. Reference to them will be made from time to 
time in the following discussion. 
DESCRIPTION OF THE FORMS AND THEIR 
OPERATION 
The forms comprising this srstem are: 
Form No. 1-Sales Journal. 
Form No. 2-Expense Journal. 
Form No. 3-General Journal. 
Form No. -I-Record of Shipments. 
Form No. 5-0perating Statement. 
Form No. 6-lnventory Report. 
Sales Journal (Form No.1) 
As rou will notice upon examination of the illustration, the right-hand por-
tion of the Sales Journal pro\·ides columns for recording the sales of the usual 
creamery products. Ad~itional columns are provided for use as need may dictate. 
Special columns are a~o pro\·ided for the sales of supplies, which are usually 
accommodation sales at1cost to patrons. IE sidelines are handled on a margin, the 
blank columns provided in this Journal should be used for recording their sal~. 
To the right of the space for Explimations are columns for Cash, Accounts 
Receivable-Trade, and Patrons' .-\ccounts Receivable. The latter columns are 
debit columns, whereas the sales columns are credit columns. Each entry in a 
sales column should show a debit for a corresponding amount in the Cash, the 
Ac<:9unts Receivable-Trade, or the Patrons' Accounts Receivable column. The 
columns headed Sundry Accounts will be used for the debits and credits to Balance 
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Sheet accounts in the General Journal at the end of the month when the Sales are 
adjusted for inventories. They will also be used at any time when the debit or 
credit arising from an entry in this Journal cannot be recorded in the special debit 
and credit columns. 
An extra blank column is pro\·ided between Sundry Accounts and Sales-
Surplies to be used for sideline sales or for credits to customers' accounts when it 
js desired to record collections in this Journal rather than in the General Journal. 
RECORDING SALES 
Rttail Salu: It is not contemplated that each individual retail sale be recorded 
in the Sales Journal, but rather, periodical summaries of sales. If the volume of 
such sales is large it will ordinarily be desirable to record a recapitulation of them 
more frequently (ferhaps daily). A modern cash register will promote a great 
saving in the labor of recording the indh·idual sales. The cash register tape can 
be summarized on an adding machine and the debits and credits set up in the Sales 
Journal. (See illustrative entries). Where a modern cash register is not used, the 
retail sales should be recorded as they occur on some sort of counter pad or day 
book, or, preferably, duplicate sales tickets issued. The day book or sales tickets 
in this case would be summarized on the adding machine. 
Under the above procedure, it is contemplated that the charge sales will be 
debited to customers' accounts direct from the day book, or from the sales tickets 
issued, rather than from the Sales Journal. 
WlloltJalt Salts to TraJt: Sales tickets should be issued for all wholesale sales 
to the trade. If numerous, only summaries need be recorded in the Sales Journal; 
if not numerous, the sales may be recorded individually. 
Butltr SllipptJ: Each draft drawn in connection with a shipment of butter 
should be recorded at the time the draft is drawn. Balances subsequently received 
will also be recorded indh·idually. The amounts in either case being recorded in 
the Butter Shipped column. 
Salts to Patrons: Sales to patrons are usually made on order slips signed by 
the patrons. At the end of die period these slips are sorted according to patrons 
and the amount chargeable to each patron entered in his account or on his state-
ment. The recapitulation of these tickets will then be recorded in the Sales Journal. 
ADJUSTING AND POSTING THE SALES JOURNAL 
The procedure to be followed at the end of the month is indicated h)• the nota-
tions in the lower left-hand corner of the Sales Journal form. The procedure 
consists simp!)" of totaling the creamery products sales columns, adding the closing 
inventories, and deducting the opening in,·entories. Sideline inventories will be 
recorded in the General Journal, as explained on page 29. The resulting 
figurr:s will represent the nr:t. sales of creamef)· products applrin~t to the ·period, 
which should all br: added together horizontall)· and transfr:rred on the same line 
to the credit column under Sundn.· 1\ccounts. 
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All of the columns to the left of the creamery products sales c:>lumns should 
then be totaled on the last line and the equality of the debits and credits tested. 
This test consists of adding together the totals of the Cash, Accounts Receivable, 
Patrons' Accounts Receivable, and Sundry Accounts-debit columns and then 
comparing this total with the total of the Sundry Accounts-Credit, and Sales~ 
Supplies columns. If the blank column is used for sideline sales or collections, its 
total should' also be added to the other credit columns. If the debits and credits 
are equal, 'the Sales Journal may now be posted by a summary entry to the General 
Journal as shown in the illustration. 
Posting the Salu Journal: In order that the effect of the sales for the period 
may properly be reflected in the financial condition, it is necessary that every 
General Journal account affected by the operations recorded in the Sales Journal 
show what that effect is. Referring to the accompanying Sales Journal we find 
the results are as follows: 
DEBITS 
Cash received .......................................... .".S80H.S2 
Accounts receivable (charge sales)......................... 186.00 
Patrons' Accounts Receivable........................... 282.50 
(butter and aupplies aold patrons) 
Dairy Products Inventory (on hand) ...................... lUS.90 
CREDITS 
Operating Account (net aaln) ..................................... 9116.62 
Supplies (aold) ............................................... ,.. 5 .SO 
Dairy Products Inventor)' (closed out) •••......•............•..... 16U .80 
Sidelines Sales. .. .. .. .. .. .. .. .. .. .. .. .. .. • .. .. . • .. .. .. .. . . .. .. .. . 22 .00 
The p,osting is accomplished by carrying each of the abo\•e items to its respec-
tive' account in the General Journal, using one line entirely across both pages for 
the purpose. An exception is to be made, howe\·er, in the case of one of the items, 
namely, Supplies Sold. Since purchases of supplies are recorded in the Expense 
Journal, accommodation sales of such items should be deducted from the purchases 
in arriving at the net expense for supplies. Sales of supplies will therefore not be 
posted to the General Journal, but to the Expense Journal, which provides for 
deducting such items, as is discussed on page 6. 
Expense Journal (Form No.2) 
Ducription: The EsJ:ense Journal is designed to show the expenses classified 
according to the items commonly appearing in a creamery. (See Fir. 2). Columns 
appropriately headed are provided oh the right-hand portion of the page. A 
number of blank columns are also provided, which mar be headed according to 
requirements. Expense items which do not occur with sufficient frequencr to 
warrant providing a special column for them mar be entered under Sundry Items. 
As entries for expenses are made, the debit in anr of the expense columns will be 
balanced by:a credit in the Bank column. At the end of the month additions to 
or deductions from espenses due'to reseri·es, accru'ats, and in\•entory adjustments 
will be balanced by entries in the Sundry Accounts-Or. or Cr. Column. 
G 
Mtthod of UJing E.~pt11Jt ]ollrnal: Since the purpose of th: Ex::'ense Journal is 
to show the actual net expenses each month, the first entry will be one carrying 
forward the inventory of supplies, prepaid insurance, and printing and stationery. 
Next will follow entries for checks issued for the usual expense items, such as labor, 
purchases of all supplies, etc. Checks issued to creditors "on account" for bill~ 
previously charged to expenses, will be entered in the General Journal and debit~ 
to Accounts Parable. Care should be taken that such checks are npt entered in 
the Expense journal. 
When the end of the month is reached, there will be added entries for supplies 
received and expenses incurred during the period, but which have not been paid 
for. The unpaid expense bills mar be entered individuallr, if few in number, or 
they may be itemized on the Inventory Report and a summarized entry made 
in the Expense Journal debiting expenses and crediting Accounts Payable.thru 
the Sundry Accounts Credit column. The usual bills received and paid immediate-
ly after the first of the month, such as power and light, teleph~ne, drayage, etc., 
need not be entered as Accounts Payable even tho the books are closed as of 
the last dar of the month. The checks for such items mar be i~sued as soon as the 
amounts of these bills are known and dated as of the last day of the month and 
entered as other expense chech are entered. 
Other additions to expense will consist of depreciation, accrued interest and 
taxes, labor if any remains unpaid, and any other materials or service!! received 
but not paid. The credits for such items will be entered in the Sundry Accounts-
Credit column. 
If a petty cash account is used, some expense payments will be in currency 
rather than by check. Such petty cash disbursements should be summarized at 
the end of the month and the \'arious expense accounts affected debited with the 
proper amounts. The check, which should be issued at this time to replenish the 
petty cash fund, will be entered in the Bank column. ' 
Since all of the supplies, insurance, and stationery purchased or carried over 
from the previous month are not used up, a deduction will be made at the end of 
the month for the unused \·alue of any such items. Likewise accommodation sales 
of suprlies to patrons, recorded in the Sales Journal, will also be deducted. The 
resulting figures will then represent net expenses for the month. These net figures 
should then all be added together and the total carried on the same line into the 
Sundry Accounts-Debit column. 
The equality of the debits and credits should be tested by comparing the total 
in the Sundry Accounts-Debit column with the sum of the 10tals of the Bank and 
Sundry Accounts-Credit columns. 
PoJting tiu: E:o:ptrzu Journal: The equality of the debits and credits having 
been tested, a posting in summary form will be made to the General journal, as 
was done in connection with the Sales Journal. 
J"he debits and credits set up in parallel columns will appear as follows: 
DEBITS CREDITS 
Operoting Aooount (nrt nprnt<l)., ..... , ................ . $ 89-1.75 
Suppliu Sold {alrrady pottrd from S•lujournal)........... 5 .5{) 
Suprliu I nnntory (doting) ... , ..................... , . .. • i96 .SJ 
Sidtlin<l Account (G•n•ral Journal)....................... 18.75 
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i 
Bank ........................................................... S756:7C. 
Supplies ln\·entory (opening) ...................................... 733.00 
Accounts Payable................................................ 78.80 
Reserve for Depreciation.......................................... 80.00 
Contingent Reserve............................................... 20.00 
Accrued Interest................................................. 27.00 
Accrued Tues.................................................. 20.00 
Each of the above items will be carried to its respective account in the General 
Journal, one line across both pages being used for the purpose. The item "Sup-
plies Sold" is check-marked, indicating it is not to be posted, since it has already 
been debited to Patrons' Accounts Receivable from the Sales Journal. There 
being no Expense Account in the General journal, the total net Expense figure 
will be carried to the Operating Account (Profit and Loss) under Expenses. 
In the preparation of the Operating Statement or a Profit and ~ss statement, 
the detailed net expense figures shown in the Expense Journal will be used. 
SPECIAL SALES AND EXPENSE JOURNAL FORMS 
The Sales and Expense Journals just described are designed to accommodate 
a month's business on each page. In some cases it will be found that either because 
of the large volume of business or because of the detail in which it is recorded, a 
page will not provide sufficient space for recording a month's business. In order 
to meet the requirements in such cases, special forms of Sales and Expense Journals 
are provided, which omit the printed material in the lower left-hand corner. Other-
wise, the special forms are identical with the regular forms. The omission of this 
printed material makes it possible to use the entire page for recording transactions. 
When the bottom of the first page is reached, the columns should be totaled and 
the totals carried forward to the next page. When the end of the month is reached 
the explanations for the adjusting entries, which are printed on the regular forms, 
will need to be written in on the special forms. The Special Sales Journal form 
is numbered Ia and the Special Expense Journal form, 2a. 
The General Journal (Form No.3) 
Whereas the purpose of the Expense and Sales Journals is to provide a record 
of all income and expense transactions, yielding data needed in preparing Operating 
or Profit and Loss Statements, the purpose of the General Journal is to provide a 
record of all transactions affecting resource, liability, and net worth accounts. 
The sales and expenses also affect the resources and liabilities, and the summary 
postings at the end of the month are made in order to re8ect these effects upon the 
resources and liabilities. Such transactions as collections on account, pa)•ments . 
on account, sales of shares of stock, purchases of equipment, rayment of accrued 
expenses, and the like, affect neither espenses nor income, ret do vitally affect 
particular resource, liability or net worth accounts. 
In the General Journal space is provided for the usual resource, liability and 
net worth accounts, whic~ when brought together in a statement of resources and 
liabilities, reveal the financial condition of the business as a whole. It is just as · 
important to know the financial condition monthly as it is to know the results of 
sales and espenses monthly. 
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The General journal is divided into pairs of columns, a debit and a credit 
column for each account. The resource accounts are arranged on the left-hand 
portion of the form and the liabilitr and net worth accounts on the right-hand 
portion. A n~mber of blanks are provided, to be used as needed. 
Oprratinr, tht Gtntral Journal: The O;Jeration of the General Journal is in-
dicated br the illustrative entries on the accompanying form. 
The first entry for the month will consist of the balances of the different ac-
counts brought forward. In opening this journal a statement of resources and 
liabilities should first be prepared and this statement will then yield the balances 
with which the General Journal will be opened. Any subsequent transaction, 
which is neither an expense nor a sale, will be recorded here, as shown in the illustra-
tion. 
At the end of the month three summary entries will be made: 
I. . A summary posting from the Sales Journal. 
2. A summary posting from the Expense journal. 
3. A summary posting for the settlement from the Operating statement. 
All columns should then be totaled, the smaller side of each account deducted 
from the larger, and the balance brought below the ruling, as indicated in the 
illustration. These new balances are then ;.vailable for the preparation of a new 
statement of resources and liabilities. These balances might be transferred to a 
separate sheet in parallel columns by months, as indicated by the following: 
1926 
DECE!\fBER 
ASSETs-CURRE:-;T: 
Cash in Bank.... .. .... . .. .. .. .. .... 13,39:!.00 
Cuh on Hand ..•.•.....................•.•.••. 
~~~:;.,~~·t<~i'v.a"bl~Tr~d~::::: ...... · • · · ios :oo 
Accounu Rt>c~i\~;ble--Patrons. . . . . . . .......... . 
D•irr. Producu ln\'entory ...........•. 
1 
1,614 801 Supploes ln.-en tor)'. . . . . . . . . . . . . . . . . . . 733.001 
Onrdra!u.. .. .. .. . .. .. .. .. .. .. .. II .8J 
Sidelines ...............•.•................•... 
TOTAL .................... ! 
Aueu-Fixcd: 
Plant and Equipment................. 12.10.1.03 
R<t<rve for l>cpreciuion . . . . . . . . . . . . . 4,210 OJ 
TOTAl ................ .. 
TOTAL ASSETS. .. . 
----
. I 
LIABILITIES: I 
Accounu Pa)·able Haulers . . . . • .•.•.. 
Xot<S l'ayablc...... .. .. . .. .. . . .. 
Account• Part hie--Trade... . . . .. _ 1l 
Accounts Payablc---Patron411 ........ .. 
:\ctrucd lnt<t<St. . . . , . . . .... j 
~C'·~.nt-.for Ta,es.... . . . . . .. . . .. , 
U ndostrobutcd 8alanc• . . . . • • 
TOT.\L.. .... . . .. .. .. 
Contin~~nt Rt-sen-C" .................. ··l 
15,854.60 
7,99a.oo! 
23,8H.60[ 
11,948.94 
1,23J.OC, 
1927 
JANUARY 
7,966.9~ 
255.00 
3D.OO 
186.0:! 
.. i:i•no 
795.50 
7.60 
lll . 75 
10.805.00 
2,54:1.00 
I 
80J 001 78.83 
7,273 38 
25 00 
2a.oo 
2~ .35 
11,839.69 
8,265.00 
20,07-4.69 
8,221.5J 
1,12:1.00 
!) 
NET WORTH: 
Capital Stock .•.....•..•.......•..... 9,000 00 9,050.00 
Surplus .......•.......•............. 1,695.66 1.695.66 
10,695.66 10,745.66 
Leu Underpayments ••.••.•.......... 12.50 
TOTAL !I:ET WORTH ..... ··I 10,695.66 10,733.16 
TOTAL LIABILITIES A!I:D NET WORTH ll.SH.60 20.074.69 
THE GENERAL JOURNAL ACCOUNTS 
The account titles and column headings printed on the form usually indicate 
what is to be recorded in each, and this, with the illustrative entries, should explain 
thei! use. Only a brief general description of the accounts will be presented here. 
Cash Accoun/1: Two accounts are provided for cash, one for cash on hand 
and the other for cash in bank. All receipts are to be debited to the Cash Account 
and as deposits are made the Cash Account will be credited and the Bank account 
debited. The Bank account will be credited with all checks drawn. Any un-
deposited receipts of cas~ at the end of the month will appear as a debit balance in 
the Cash account. 
Occasionally it may be necessary to keep two bank accounts. If checks are 
issued against both accounts, each should be set up separately and each debited 
with its deposits and credited with its checks. Ordinarily it is disadvantageous to 
keep more than one checking account. Funds may, however, be withdrawn from 
the checking account and deposited in a separate savings or reserve fund account. 
One of the blank accounts should be used for such funds, to which transfers can be 
made from the checking account as desired. When the occasion arises to use these 
funds, they should be returned to the checking account and checked out by means 
of the regular series of checks. 
An additional cash account is shown in the illustration, namely, Petty Cash. 
The Petty Cash account will be debite<! when the pett}' cash fund is established. 
It will not be credited with petty cash disbursements, but onlr when the fund is 
discontinued. For a further discussion of the method of using this account see 
page 31. 
Accotmts Ru~i~abk: For com·enience, the receivables are divided into four 
accounts, namelyi (1) Ac~-unts Recl"ivabi~Trade, for butter and other dairy 
products sold customers other than patrons; (2) Accounts Receivable-Patrons, 
for butter, supplies, and other items sold patrons, deductions for which are to be 
made from the cream checks; (3) Patrons' <h·erdrafts, to record the net status of 
the accounts with patrons after the settlement is made; and (-l) Cash Advances, 
to provide a record, separate from all other charges, of cash advances made to 
patrons. · Since it is customary to show deductions for the abo~·e items classified 
in this way on the settlement sheet, the balancing of the accounts as well as of the 
settlement sheet is facilitated by this dh·ision of accounts in the General Journal. 
The sources of the debits and credits to these accounts are shown in the illustration. 
One point needs to be emphasized with reference to the handling of two of these 
accounts-the Accounts Receh·able-Patrons and the Cash Advances. The total 
charged to each of these accounts will appear to be collected each month, since all 
advances made during the period will appear as deductions on the Settlement Sheet. 
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The point in\·olvc:d is that any uncollected advances will not be carried forward in 
either of these accounts but will be closed out to the Overdrafts Accounts. The 
opening balance in the Overdrafts Account itself will likewise be closed out at the 
end of the month and a new balance carried forward representing any and all 
amounts still remaining uncollected from patrons. 
Inr~tnlory AccountJ: Only two inventory accounts will ordinarily need to be 
carried, one for dairy products and another for supplies. No entries will be made 
in either of these accounts except at the: end of each month when the summaries 
are posted from the Sales and Expense Journals. The effect of these postings is 
to close out the opening inventories and to bring upon the books the new inventories. 
The details making up these im·entories appear upon the Inventory Report which 
should be made up in full at the end of each month. Reference to this Report will 
show that the Supplies Inventory also includes printing and stationery as well as 
unexpired insurance. As was pointed out elsewhere, it will be desirable. in the 
larger creameries to carry a perpetual inventory of supplies or at least subsidiary 
detailed accounts with each of the more important items of supplies. 
Plant and Equipmtnt: The account for Plant and Equipment carried in the 
General Journal is a summary account of all fixed assets. It is contemplated that 
separate accounts be carried in a subsidiary ledger for the different divisions of 
fixed assets, as explained in the discussion of the ledgers. The depreciation of all 
fixed assets is likewise carried.in one summary Reserve for Depreciation acc~unt, 
the details of which will also be carried in subsidiary ledger accounts. All purchases 
of fixed auets will be debited direct to the Plant and Equipment account. Any 
items of fixed assets disposed of will be credited to this account at purchase price. 
The credits to the Resen·e for Depreciation account will be posted from the Ex-
t:ense Journal at the end of each month. Debits to this account will be entered 
when depreciating assets are disposed of or replaced. As an illustration, suppose 
the Resen·e for Depreciation account has a credit balance of $5,000 and the Plant 
and Equipment account a debit balance of $18,000. Included in the equipment is 
a churn costing $800 and estimated to sc:n·e eight years. When it is discarded at 
the end of this time, assuming no scrap \•alue, an entry will be made crediting the 
asset account and debiting the Resc:n·e account, thus remo\·ing its cost value from 
the auet account and at the same time remo\·ing from the Resen·e account the 
amount of the all:JWances which had actually been made for it5 de;Jreciation. As-
suming that a new churn was purchased for $900, the accounts in the General 
Journal would then a;>pear as follows, the credit of $900 to the Bank account not 
being shown: 
Plant A Equipment Reserve lor Depreciation 
Purchased Dispo10d ol Uood Allowances 
18,000 s,ooo· 
8:!0 
9JO 
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The illustration of the General Journal shows entries for additional examples 
of transactions giving rise to debits to the Depreciation Reserve account. 
Liability Accounts: Most of the liabilit)• accounts carried are the generally 
known accounts commonly carried in any business, such as Notes Payable, Ac-
counts Payable, and accounts for allowances for Interest and Taxes which accrue 
during the year. The debits and credits to the ~otes Payable account will appear 
when General Journal entries are made for notes issued or paid. Credits to the 
Accounts Payable account will be posted from the Expense Journal at the end of 
the month when unpaid bills for supplies or other expenses are added to the expenses. 
Other credits will occur when entries are made in the General Journal for purchases 
of equipment on account or when other similar liabilities are incurred. The ac-
count will be debited when General Journal entries are made for checks issued in 
settlement of such bills. 
The Accounts Payable-Patrons account is not used as generally as it should be. 
The reason is that frequently the books for the business as a whole are actuallr not 
closed as of any particular date, the periodical calculations made covering merely 
the operations of a given period for the purpose of arriving at a basis of settlement 
with patrons. The results will yield a statement of the operations for the period, 
but a great deal of difficulty is invoh·ed in the preparation of a financial statement 
of the business as a whole as of the end of that period, due to the overlapping of 
two periods. Where this plan is followed, the preparation of a financial statement 
is usually not contemplated at all. 
Even tlio the calculation of the settlement is postponed until most or all of the 
returns are received, it is still possible to have all account balances dated as of the 
last day of the month. This is accomplished simply by treating all returns re-
ceived after the last of the month, together with any shipments still in transit, as 
inventory values as of the last of the month to which the)• apply. Likewise, the 
amount paid patrons in final settlement during the following month, will be con-
sidered as that much Ju~ them at the end of the preceding month, at which time 
the Accounts Payable-Patrons account should be credited with this amount. The 
sooner the settlement is ealc:ulated after the end of the month, the greater will be 
the number of shipments in transit. Estimating the value of this butter should 
be a matter of concern only in rare cases. Under the plan recommended here, 
the settlement is to be calculated as soon after the close of the month as possible, 
the shipments returns for which ha\-e been recei\·ed. being inventoried at the nn 
value received and the remainder of the butter in transit, if any, being included at 
the best estimate. of its market \"alue. An entrr for the settlement as thus cal-
culated caJl then be made as of the last of the month, even tho the actual issuing of 
the checks is deferred. The amount which the patrons are to recei\•e in cash will 
simply be credited to the Accounts Parable-Patrons account, which will be debited 
later when the checks are issued. Where this procedure i• followed, it will be 
possible to close the books for the business as a whole as of the last of each month, 
thus making a financial statement as well as an operating statement readil)" a\•ail-
able as of the same date. 
The Accrued Interest and Accrued Taxes accounts will be credited with the 
allowances made monthlr in the Expense Journal. The)• will be debited with all 
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payments of interest and taxes as made, entries for which payments will be made 
directly in the General Journal. It will simplify the procedure if all interest be 
treated as accrued, whether paid within the period incurred or not. Should the 
amount allowed for interest or taxes be less than the amount actually needed, the 
deficiency should be made up by a transfer of the required amount from the Con-
tingent Reserve, and if more, the excess should be transferred to the Surplus 
account. These adjustments may be made whenever the ocrasion for them arises, 
but probably not oftener ~han once a year. 
The Accounts Payable-Haulers account is to be used when haulers operating 
their own trucks are employed and the creamery merely collects the hauling charges 
from the patrons and passes them on to the haulers. It is recommended that all 
payments be debited to this account as made. At the end of the period when 
settlement is made with patrons, the total amount deducted for hauling will be 
credited to this account. For a further discussion of handling various arrange-
ments for hauling, sec page 29. 
Conlintrnt Rurrr:r: The Contingent Reserve account is recommended to take 
the place of the so-called Sinking Fund account, with which many creameries are 
familiar. Its purpose is not identical with that of the Sinking Fund as commonly 
used. An understanding of the purpose of this account can best he obtained by 
pointing out the fundamental requirement in a co-operative creamery that ade-
quate deductions be made from income to meet all costs. It is clear that labor 
and supplies currently used constitute such deductions, and also that provision 
n~ds to be made for meeting interest charges and taxes. All of these costs are 
fairly definite in amount and certain to occur. Too frequently, however, adequate 
provision is not made for factors which are less definite in amount or less certain of 
occurrence. One of these factors frequently neglected is depreciation. It is 
contemplated under this system to make specific deductions for depredation based 
upon the net cost and the estimated life of the Yarious assets, which deductions are 
credited to the Reserve for Depreciation account already discussed. Ordinarily 
, it will be felt that the abo\·e deductions should be all that are required and in most 
cases, when onlr short periods of time are considered, this mar be true. In spite 
of the :abo\•e prO\·isions, creame~· companies frequently lind themselves in difficulty. 
Two factors having a bearing on this part of the discussion will be mentioned. One 
is failure to provide for expansion and the renewal of depreciating assets which will 
have to be replaced at a higher cost. This point will not be discussed here further 
than to state that a surplus should be created to m~t such demands for additional 
capital, assuming that the amount of capital stock paid in is as much as it should 
be. The other factor is the failure to pro,•ide for unexpected losses due to lire, 
explosion, damage claims; failures of banks and other business firms, costs of litiga-
tions, the unexpected wearing out of equipment, and manr other similar sources of 
expense and loss. E\·e~· creamery is almost certain to encounter losses and it is 
wise to anticipate their occurence brc:reating a resen•e out of which the)' may be met. 
The Contingent Rcsen:e is suggested to m~t this situation. How much should be 
deducted for this purpose is left to the judgment of the individual creamery manage-
ment. A Resen·e of some amount should be created each month, and if the 
accumulations in time reach what appears to be an excessive amount, additional 
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deductions may be discontinued temporarily. It is contemplated that the deduc-
tions for this reserve be added to the expenses, and if it can be shown that the 
amount is such as can be justified by the costs wliich will need to be met, they should 
be allowed as legitimate deductions by the Internal Revenue D:partment. This is 
another good reason for keeping this reserve separate from Surplus reserves, since 
additions to Surplus can be made only out of profits, which arc subject to taxation. 
Proprittorsltip Accounts: The proprietorship acC:lunts taken together repre-
sent the equity of the members or stockholders in the business. This equity is 
usually split up into several accounts, each of which will be discussed briefly. 
1. The Capital Stock account. This account shows the par value of shares 
of stock outstanding. It will be credited with sales of shares of capital stock. When 
shares are purchased by the companr, they become treuury stock, which is usually 
carried in a separate account. In a small business no serious practical objection 
can be raised to debiting such purchases direct to the Capital Stock account. This 
would be done anyway in the case of shares purchased and permanently retired. 
In non-stock association no Capital Stock account will be carried. Two other 
accounts will be substituted: (I) a Certificates of Indebtedness account, which will 
be credited with the certificates or notes issued to members for capital contributed 
by them, and which will be debited when any of these certificates are paid; (2) a 
Revolving Fund Deductions account, which will be credited at the end of each 
month with the current deductions made from the amount due patrons to provide 
capital. This account will be debited usually at the end of the year when new 
certificates are issued to members for the deductions made during the year. 
2. The Surplus . account. The Surplus shows the accumulated profits left 
in the business. It will be credited at the end of the year with any e:w:cess of income 
over expenses which is to be left in the business. It will also be credited with any 
increases of Surplus due to adjustments of the results of previous years' operations. 
The account will be debited with adjustments of pmious years' business the efi'ect 
of which is to decrease the Surplus. Unusual losses not provided for through the 
Contingent or other reserves, dividends on capital stock and net losses at the end 
of the year resulting from current operations, will also be debited to Surplus. 
As previously pointed out, the accumulation of a reasonable surplus is not 
only desirable from the point .of view of good financ:ial management, but is required 
under the Iowa co-operative laws. The law also requires that a reserve be created 
out of earnings to be used for educational purposes • 
.3. Th~ Profit and Loss account. Gnder the procedure recommended in 
connection with this system, the Profit and Loss account ii to be credited with the 
net sales of dairy products, with the grOss profit on sidelines, and with any special 
items of revenue, such as interest earned, non-redeemable membership fees received. 
and similar items. It will be debited with the net e:w:penses, cost of butterfat and 
milk purchased, and with an)· special items of e:w:pense which may not have been 
recorded in the Expense Journal. The entries to ibis account for expenses, butter-
fat purchases and sales will be made when the summaries are posted at the end 
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of the month from the Sales and Expense Journals and from the Operating State-
ment. 
Two methods of handling the balance in this account at the end of the month 
are followed in practice. Under one method the balance undistributed at the end 
of a given month is added to the income and distributed the following month. 
In this ease the balance in the account will simply be carried forward, the amount 
being added on the Operating Statement to the current income for the following 
month. Under the other method, this balance is to be left in the business, in which 
case it will also be carried forward until the end of the year, when it should be 
transferred from the Profit and Loss account to the Surplus account. 
4. The Over- and Underpayments account is also a proprietorship account. 
As pointed out on page 26-28 it is to receive entries when adjustments are made with 
patrons when o\·erpayments or underpayments occur. These adjustments will be 
carried fcrward in this account until the end of the year, when the balance in the 
account should be closed to the Profit and Loss account. 
This concludes the discussion of the accounts which will ordinarily be required. 
Additional accounts will be required in special cases. It is believed that enough 
has been presented to indicate how any additional accounts would be handled, as 
they would of necessity fall into one of the several classes of accounts illustrated 
and discussed. 
SPECIAL FORl\1 OF GENERAL JOURNAL 
The General journal just discussed provided space for only a limited number 
of accounts, which will, howe,·er, be found adequate in the great majority of cases. 
Under certain circumstances a greater number of accounts will be required. Space 
for several additional accounts mar be provided by the use of a short sheet inserted 
between each pair of regular sheets. Where the number of accounts required is 
materially greater than that for which space is provided, there is likely to be 
considerable waste of space due to the fact that se\·eral of the accounts will be rela-
tively inacti\·e. It mar be found more practical, under such circumstances, to 
carry all of the General journal accounts in a ledger and to post all entries to them 
from a special form of the General journal. The form of the General journal, to 
be used in this case, would be modified br retaining special columns only for ac-
counts entries which are of frequent occurrence and assembling items not of 
frequent occurrence in a "Sundry," or "General" column. At the end of the 
month, the special columns would be posted in total, whereas the items in the 
General columns would be posted individually, each to its respective account. 
A suggesth·e form of this t}"pe of journal is illustrated below. Although more 
posting is in\-oh·ed under this plan, it affords somewhat more flexibility, which in 
some cases will be found a more important consideration than labor-sa\·ing in 
~osting. 
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Record of Shipments (Form No. 4) 
The Record of Shipmenu is prO\·ided with columns for the information usually 
desired in connection with shipmenu of butter. The information available at the 
time of shipment should be recorded, together with the amount of the draft if one 
is drawn againtt the shipment. When the returns are received, the remaining 
information called for will be entered. The shrinkage is to be calculated on the 
percentage basis for each shipment. The net price received pU pound should also 
be shown for each shipment. Comparisons by shipmenu will then reveal any 
variations from the usual results. The date sold, as indicated by the returns, and 
the date returns are received should be noted, in ord:r that dela)'S or discrepancies 
mar be revealed. 
Operating Statement (Form No. 5) 
The purpose of the Operating Statement is to bring together the expense and 
sales data from the Expense and Sales Journals in c:alc:ulating the anilable balance 
'to be distributed to patrons. Space is also provided for a recapiiulation of the 
Settlement, as is ordinarily shown by the totals on the settlement sheet (payroll). 
The debits and credits resulting from the settlement, which are to be posted to 
the General Journal, are set up in _the space provided for them under General 
journal Entry for Settlement. .-\s these items a~;e posted they should be check-
marked. 
Blanks are also pro,•ided for the statistical information usually desired. These 
blanks should be filled out each month and the results compared with those of 
previous months. It will be noted that se\·eral of these statistical items are based 
on the pound of butterfat. It will be found that for some purposes this basis is 
more satisfactory than the pound of butter basis. 
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Inventory Report (Form No.6) 
The inventory Report is provided 
in order that information regarding in-
\'entories needed for calculations elsewhere 
might be made available in an orderly 
manner. An inventory report properly 
kept up _may prove very valuable in 
connection with insurance adjustments in 
case of fire. For convenience, Printing 
and Stationery and Insurance are includ-
ed on this report. 
Space is also provided on this Report 
for an itemized list of current unpaid 
expense bills, accrued labor, etc., which 
are to be added to the expenses at the end 
of the month. This list should not in-
clude items to be paid immediately after 
the c:lose of the month, as telephone, light 
and power, drayage, etc. The handling 
of these items is explained in the dis-
cussion of the Expense journal, page 6. 
LEDGERS 
In the preceding discussion of the three 
Journals, (Sales, Expense, and General) 
it was indicated that posting to ledger 
accounts was unnecessary as the Journals 
yielded figures already classified and ad-
justed which could be used directly in the 
preparation of statements and reports. 
For some purposes information will be 
desired in greater detail than is pro,·ided 
for in the Journals. For instance, the Ac-
counts Receivable, the Accounts Payable, 
the Plant and Equipment, and Reserve 
for Depreciation, are all "controlling" 
or summary accounts, the details of 
which must be kept somewhere else. The 
most convenient method of handling these 
details is to set up individual accounts 
for them in an ordinary ledger, prefer-
ably in loose-leaf form. Separate sections 
of the ledger should be resen·ed for "Cus-
tomers' Ledger," "Creditors' Ledger," 
and "Plant and Equipment Ledger," and 
for Supplies if it is desired to keep a 
record of them in detail. 
li 
Curtomtrr' Ltdt,tr: Charges to customers' accounts may be posted from the 
Sales Journal if charge sales are entered there in detail-otherwise from the sales 
tickets. Credits will be posted from the General Journal where each collection from 
a customer will be credited to the Accounts Receivable-Trade account. 
In some cases it will be found convenient merely to file the sales tickets accord-
ing to customers rather than to keep ledger accounts with them. This method 
may suffice where the volume of business is small. 
Crtditorr' Ltdt.tr: The credits to creditors' accounts resulting from the 
incurring of expenses which are not paid by the end of the month, will be posted 
from the Expense Journal if the unpaid bills are itemized there at the end of the 
month. If not itemized there, they will be itemized in the space provided for 
this purpose on the Inventory Report and posted from there. Credits will also 
result when equipment is bought on account. Entries for auch purchases will be 
made in the General Journal, and postings to the Creditors' accounu will be made 
from the Accounts Payable account. The debits will be poatc:d from the General 
Journal, where entries will be made for all paymenu on account, and debited to 
the Accounu Payable account. 
Where the number of creditors is small and the accounts are settled at regular 
intervals (i. e. after the month!>• board meeting) it mar be found ad\·antageous 
not to keep ledger accounts with the creditors but rather to keep a file of the un-
paid invoices in which a folder mar be kept with each creditor and all unpaid 
invoices from a given creditor filed in it. ,\s the in\·oices are paid, thq should be 
transferred to the corresronding creditor's folder in a file marked "Invoices Paid." 
Plant and Equip~nt Ltdt.tr: Separate accounts should be opened for Land, 
Buildings, Machinery and Equipment, Auto Trucks, Office Furniture and Equip-
ment, and any other special group. Occasionallr it will be found desirable to 
subdivide the Machinery and Equipment into te\"eral groups according to rate of 
depreciation. As the rate of depreciation will be different for each group of fixed 
assets, a separate Reserve for Depreciation account should be opened for each 
fixed asset account (except Land). 
The debits and credits to fixed asset accounts will be posted from the General 
Journal, where the items will 2ppcar in the Plant and Equipment account. Post-
ings to the indh·idual Depreciation Reter\·e accounts will also be made from the 
General Journal where entries will be made for anr depletions of this resen·e and 
at the end of each month, for the monthlr depreciation which is added to the 
expenses. It will ordinarily suffice to post from the General Journal to these 
subsidiary• accounts only once a )"ear. 
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Prrpaid Expmus and Suppliu Inutntory: The "Supplies Inventory" account 
in the General Journal is, in fact, a controlling account, the subsidiary accounts 
being Fuel, Salt, Ice, Packages, and Lines, Other Supplies, Printing and Station-
ery and Prepaid Insurance. In a sense, the Inventory Report constitutes a sub-
sidiary record of these items, and in a small creamery, this report will probably 
meet the requirements. In the larger creameries, a greater number of supplies 
classifications may need to be kept, and in this case ledger accounts or a card 
S}'Stem might serve the purpose to better advantage. 
Subsidiary Cream Patrons' RtcorJ: Various methods of keeping a record of 
the business with patrons are in use. Any such record must provide for bringing 
together (1) the current deliveries of raw material, and {2) the charges for butter 
and supplies drawn, cash advances made during the period, and other deductions. 
Two general methods of accomplishing this result prevail. Under one method, an 
account with each patron is kept either in a ledger or on a statement form. Under 
the other method, no account is kept, but a brief statement giving totals sum-
marized from cream sheets, order slips, etc., accompanies the patron's check. 
This summarized statement may be made on an envelope containing the check and 
order slips, or it may be made on a check stub. A summary of the entire settle-
ment is then made from the settlement sheet, if one is prepared, or from adding 
machine totals of the various items on the individual patrons' accounts or state-
ments. 
It is not the purpose here to discuss the relative merits of the different methods 
used, but rather to emphasize that a subsidiary record of some sort of the business 
done with the individual patrons is essential and that a means must be provided 
of maintaining a check upon the accuracy of the detailed data recorded therein. 
The total paid for raw materials, as shown by the summary of the settlement, 
should agree with the total raw material scild and manufactured, as shown by the 
sales and chum records. Likewise the totals of the deductions made for butter, 
supplies, etc., sold patrons, cash advances, and overdrafts, should agree with the 
totals recorded in the corresponding General Journal controlling accounts, namely; 
Accounts Receh·able-Patrons, Cash Ad\·ances, and Overdrafts. If they do not 
agree, it is at once apparent that an error has been made. Either the total carried 
to the controlling account is incorrect, or the items making up this total have not 
been correct~)· distributed as charges among the patrons' accounts. 
Ctnificau of lnJdJttdnus Rttisttr: Some means should be provided for keep-
ing a record of the individual certificates of indebtedness outstanding, not only in · 
order that ownership may readily be determined, but in order that the total may 
readily be reconciled with the controlling account in the General Ledger. Where 
the certificates are transferable, they should be made transferable only upon the 
books of the association; otherwise difficulties will be encountered at the time of 
payment in attempting to ascertain who the holders are. The labor involved in 
keeping a record of the certificates will be reduced greatly if the amount for which 
a certificate will be issued is fixed at some minimum figure--perhaps S or 10 dollars. 
A further sa\·ing of clerical labor will result if interest is paid onlr at the time of the 
redemption of the certificate. 
A register adapted to keeping a record of certificates issued under the above 
conditions might be ruled as follows: · 
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Certificate of Indebtedness Register 
~~ Par•• Certif. Paid Tranarerned No. Amt. Date Int. Amt. Ck..No. To Date 
----
I 
I 
I 
Subsidiary R~ol~int Fund R~cords: Non-stock anoc:iationt using the revolv-
ing fund method of financing will ordinarily issue certificates of indebtedness at 
the end of the year, covering the revolving fund deductions made monthly from 
the amount due each patron. These monthly deductions must be totaled" for 
each patron to arrive at the .total for the year. Where the patronage is fairly 
constant a record in book form might well serve the purpose. The following ruling 
is suggested for this form: 
Dee. Total CERTIFICATE Bal. ~No. Amt. ....... 
--
!-
---~-~----
The names should be recorded in this book in alphabetical order, a separate page 
or portion of a page being reserved for each alphabetical division in order to allow 
forth~ addition of new names. Postings would be made to this record from the 
settlement sheet or from the patrons' statements where the settlement sheet is 
not used. 
Some associations may prefer to keep this record in loose-leaf ledger form or 
on cards. A consideration to be borne in mind is the speed and accuracy with 
which the posting can be done. Hence, if a ledger is to be used, a form should be 
adopted in which all of the names under each alphabetical division are exposed to 
,·iew. A card system also affording this advantage is now on the market. 
RECONCILING mE DETAIL RECORDS Wlm THE CONTROLLING 
ACCOUNTS 
Whether the details are kept in ledger accounts or otherwise, the balance 
in each of the controlling accounts in the General journal should be verified period-
ically with the total of the detail records which it controls. An)" discrepancies 
should be reconciled promptly. 
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ASSEMBLING DATA FOR THE ANNUAL REPORT 
Too often the value of the annual report is underestimated, with the result 
that inadequate reports are prepared or the patrons are not supplied with them. 
It is of especial importance in a co-operative organization that such reports contain 
full information regarding the business, so that not only the officers but also the 
ratrons may be fully informed. Other advantages of having the reports issued by 
different creameries prepared on a comparable basis have already been mentioned. 
The method of assembling the monthly ligures to provide totals for the year 
under the system described is very simple and requires but little effort. This is 
especially true of the ligures needed for the statement of resources and liabilities, 
or the Balance Sheet. The balances in the various accounts in the General Journal 
at the close of the last month of the year, when set up in statement form, show at 
the same time, not only the financial condition as of the end of that month but also 
as of the end of the year. In other words, the General Journal always shows the 
status of each account to dau. 
The data for the Operating Statement, or Statement of Profit and Loss, arc 
found assembled by months in the Expense and Sales Journals. These monthly 
ligures may be assembled into annual totals with little effort on an adding machine 
directly from the monthly totals in the Journals. For this purpose the n~t sales 
and ntl expense figures should be used. 
For several reasons comparisons of specific items by months are highly de-
sirable, and altho it wilt involve some extra work it will be found well worth while 
to transfer the Sales and Expense Journal data to a columnar summary sheet. A 
General Journal sheet with column headings changed may be used for this purpose. 
The arrangement suggested in Fig. 7 will be found convenient, separate sheets 
being used for the E.'tpense Summary and for the Sales Summary. 
1\lany creameries wilt also desire to include in the annual report a summary 
of the settlements for the year. The data for this summary wilt be found under 
"Settlement" on the Operating Statements by months. 
Whether or not the above is included in the report, a number of well chosen 
items of statistical information should certainly be included. These data are also 
gh·en by months on the Operating Statement. The amount of statistical data 
which it will be possible to compile from a record kept as prescribed herein is very 
great, but the amount to be included in the report must be decided by the manage-
ment in each case. 
One important consideration to be borne in mind in connection with the statis-
tical information is that care must be taken in presenting annual ligures for o\·er-
run, p!ices received or price paid per pound, and other ratios, that these be based 
on total quantities for the year, rather than being merely averages of the monthly 
a\·erages. 
In the following pages is presented the annual report of the Humboldt Co-
operath·e Creamery, Humboldt, Iowa, which it is hoped will not only be helpful 
as a guide, but will sen·e as a stimulus for the standardization of the annual repOrts. 
HUMBOLDT CO-OPERATIVE CREAMERY 
REPORT OF BUSINESS FOR YEAR ENDING DECEMBER 31, 1926 
ASSt:TS 
Current: 
Caah on llanJ .......................... 5 M.7S 
c .. h in Bank ....... ".................. 866.95 
Accounto Rrcoivable..................... 8H. 77 
Inventory, Dairy Producu., ...•.•...• ,... ol,IH. 26 
ln~entory, Supplin ............... , • .. . . . I,IH. 7J 
Overdrafu, !'a trona...................... 50.lJ 
Pl•nt ond t:,tuipmrnt .•••..........•..••..•.. $lf,J29.87 
Leu Ruuvr for Ocprcd•tion................. I,JlO.OO 
f'INANCIAL S1'ATEMENT 
$ 7,1111 .6'J 
l!2J,IIO'J. 117 
l!JII,IlU6 
LIABILITU:S 
Current: 
Accu. Payablc-Patronl ..... :: ........... 5 S,t"AH .75 
Aceta. Payable-Haulua. . . . . .. .. .. . • .. . . 92.39 
Rnervc for lntcrnt...................... 293.77 
Ruuvt for Tuea....................... 210.00 
Notu P•yablc ....................................... . 
CAPITAL 
Revolvinr f'und Deductions .................. ll 5,6-11.76 
Certilicatu ollndobtcdnou................... 9,481. 79 
Surplua Ruorvc (1926) ...•.••..• . $ 1,1147.77 
De licit (1925).. ... • •• .. .. . .. • • .. 195.67 1,1152 .lO 
$ 6,200.91 
7,735.00 
:113,935.91 
1116,175.65 
530,111.56 
~ 
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OPERATING STATEMENT 
SALES: 
Butter Shipped ......................................... itot,H7 .97 
Butter, local. ................. , .......... ,............. 34,250.86 
Cream .. ,............................................. 1,721.6-l 
Milk ..................................... ·............. 2,150.0-l 
Buttermilk. .. .. .. .. .. . .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. .. 865 .03 
Total Sales .................................... l!H0,33S.S-l 
Butter Inventor)· Dec. 31, 1926.......................... 4,147.26 
Total. ............ , ........................... l!IH,482.80 
Leu Butter lnnntory jan. I, 1926 ...................... , 870.56 
Grou Sales Dairy Products .................................... $143,612.2-l 
Membership Fees,................................................... 126.00 
Total Distributable Income .................................... $H3,738.U 
EXPENSES AND DEDUCJ'IONS: 
Paid Patrons lor Butterfat, first grade .•..•....••.••.••••. $114,829. 73 
Paid Patrons lor Butterfat, second grade ............... ,.. 9.057.52 
Paid Cash Patrons lor Butterfat ....... :. . . . . . . . • . . . . . . • . . 3,220.03 
Total Amount Paid Patrons ..................... $127,107.28 
IIIANUFACJ'URING EXPENSES: 
Factory Labor ........................... $ 
Futl .................................. .. 
Tubs, cartons, linctl, etc .. ................. . 
Salt .................................. .. 
Acid, color, aoap, boiler compound, tt(. • .... 
Repairs ................................ . 
Light ................................. .. 
Freight & Drayage ........ ; ............. . 
Sundriet, Laundr)., etc: .. ................... . 
Depreciation, Mchy. & Equip •.•..•...•.•.• 
Depredation, Bldgo ..................... .. 
3,370.25 
1,339.36 
2,464.72 
197.18 
520.11 
401.17 
69.32 
385.53 
118.67 
1,080.00 
2-10.00 
Total. ........................................ $ 10,186.31 
ADMINISTRATIVE EXPENSES: 
Salarics-officen ........................ . $ 
Office salarica .... ....................... . 
Taxes .............. , ............. .' ....... . 
lntercst .. ... , ............ , ............... . 
Jnsuranc:e ... .............................. . 
Ptinti.np: .and Stationery ................... . 
Telephone, Tel g. & Postage .••.•••...•...• 
Bad Debts ............................. .. 
Dairy Council. mretingt, and advertiaing ... . 
1,398.40 
1,713.60 
210.00 
l,H0.68 
50.00 
141.00 
95.64 
31.52 
416.()-1 
Total. ............. ' .......................... S 4,596.88 
Tout Operating Expensu ................. ,..... 14,783.19 
Total Espcntco & Raw Material ............................... )!141.890.47 
Net Income ................................................. $ 1,847.77 
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STATISTICS 
Pound• Butterfat in 8U,519 lba. of cream ............................ , .... .. 
Pound• Butter£at in 157,956lba. of milk •.. , • , ••........................•... 
Total Pound• Butterfat received ............................. .. 
Pound• Butter ahipped ..................................... . 
Pound• Butter aold locally .................................. . 
Pound• Butter aold patton a ................................. . 
Rutter equivalent of butterfat aold in cream and milk ..•.••...•. 
252,989 
36,775 
19,850 
2.1,482 
Total Pound• of Butter or butttr equi ... lent ...............•..... 
Overrun, pound1 .. ............................................. ~ . 
Overrun, per cent . ............................................. . 
Aver.1ge test., c:ream . ........... ~ .............................. . 
Averatte test, milk ...... ..................... ." ............... . 
Average price received per lb. butter, net 43 .lie; per lb. of fat ......•.........• 
A\•eraRe price paid per lb. of butterfat. .................................... , 
Total margin per lb. of fat ................................................ . 
Espenaea per lb. of butter, 4.4lc; per lb. of fat. .......................... , .. . 
Net amount retained per pound of fat •............................. 
AUDITING 
26.1,153 .0 
6,JS8.9 
269,911.9 
Hl,096.0 
6.1,184.1 
lJ.41 
32.0% 
3.9% 
5J .lie 
47.09c 
6.12c 
5 .48~ 
0.64c 
The discussion of annual r~poru would not be romplet: without mentioning 
the audit of the business. Briefly, the purposes of an audit bran enert atc<>unt-
ant are: To detect fraud; to see that the pur;>oses of th: organiution are b:ing 
carried out; to ascertain whether financial matter& are b:ing handle:! n:>t o:tly 
honestly but efficiently; to verify the rorrectness of th: b:>:>kkc:?ing record; to see 
that sound accounting and business principles are em?lored. Others might be 
mentioned. An annual statement thus verified carries more weight with the 
patrons, bankers, and the public generallr. It is also a source of great wncern 
and satisfaction to the management to have a certified statement br a disinterested 
expert to the effect that all matters have been correctly handled. If they have not 
been correctly handled, the services of an auditor should be of even more value 
because of the assistance rendered and suggestions made for remedying the diffi-
culties in the future. 
SIILES SIJ/1111/RY 
/TE11.S JI1N. F£11 1'1AH. APR. 11/IY c. TOTAL 
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Finally, the annual report, when thus verified, should be given circulation 
where it will do the most good. At least every patron should have a copy to study 
at his leisure, preferably several days before the annual meeting. Local papers 
are usually glad to give space to such reports. Moreover, the secretary of the 
state association has been rendering a service, which should be of interest to all 
creameries, in summarizing the rerorts of a large number of creameries periodically 
and in disseminating an analysis and discussion of the results. These reports 
are of great value to the State Agricultural College for educational and research 
purposes. A further standardization of the reports would make the results much 
more valuable. 
SPECIAL PROBLEMS 
Ootr- and UndtrpaymmtJ: Confusion frequently results in attempting to 
trace through the records adjustments made with patrons due to errors in making 
settlement with them. Most of such errors fall into three classes: 
First: Errors in writing the checks when the settlement itself is correctly 
calculated and the settlement sheet or "payroll" balances. Adjustments of such 
errors do not affect the payroll or the settlement for butter fat as calculated, but 
do affect the Bank account and im·olve an adjustment with the patron. If the 
check has not been cashed by the Patron, it should be returned and cancelled and a 
new one issued for the correct amount. No entry will be required for the new 
check, but the check stub should indicate the numb.:r of the check for which the 
duplicate was issued. 
If the patron has already cashed th.e incorrect check and reimburses the cream-
ery, in case of overpayment, a General Journal entry should be made debiting 
Cash and crediting Bank and an eJC:planation made of the transaction. If the 
patron has been underpaid and an additional check issued for the amount due, an 
explanation should also be made in the General Journal giving the number and 
amount of the check. The amount should not be eJC:tended into any of the money 
columns as the Bank account will already have been correctly credited with the 
total checks from the settlemen~ sheet. 
Both underpayments and overpayments should be settled in cash if possible. 
In the case of overpayments the patron may insist upon the excess paid being 
deducted from the next cream check. Since the check actually issued and cashed 
exceeds the amount listed on the payroll, an additional credit will need to be 
entered to the Bank account as when collected in cash. In this case the debit 
should be to the Advances to Patrons Account as if an advance had been made. 
or to Account Receivable-Patrons. The collection would then be made at the 
time of the settlement when other charges and advances are collected. 
It is desired to emphasize that errors such as the above do not invoh·e an 
adjustment of the amount of butterfat purchased, hence do not call for an entry 
in the Over- and Underpayments account. 
Second: The foregoing statement also applies to errors of the. second class-
errors in calculating the deductions to be made from a patron's cream check for 
advances and purchases. If a sale to a patron had been o\"erlooked at the time of 
a rrevious settlement, an entry shoulc! be made in the Sales Journal as if the sale 
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had just been maderor it may be included at the end of the month when the butter 
orders and other sales to patrons are being summarized. The usual procedure 
will then be followed from this point on as if no error had occurred. 
If the amount deducted from the cream check had been overstated, assuming 
that the Settlement Sheet balanced, a check should be issued for the excus and 
entered in the General Journal, crediting the Bank and debiting Accounts Re-
ceivable-Patrons, Cash Advances, or Overdrafts, depending upon which of the 
accounts was collected in excess of the correct amount. 
Third: The third and most coinmon class of errors are errors in calculating 
the gross am:~unt credited to the patrons for raw material delivered. The correc-
tion of such errors, once the settlement is completed, involves not only an adjust-
ment with the patron, but also of the record of butterfat purcha1ed, even though 
the Payroll may have balanced. The adjustment may be made in cash or it may 
be made when the next settlement is calculated. If an underpayment is settled 
by check, which is the preferable method, a General Journal entry should be made 
crediting the Bank account and debiting the Over- and Underpayments account. 
If an overpayment is collected in cash, likewise a General Journal entry will 
be made debiting Cash and crediting the Over- and Underpayments account. 
In the above illustrations, cash settlement of O\"er- and underpayments was 
assumed. When made in this way the adjustments will not appur as such on 
the next payroll or settlement sheet. If an adju~tment for an overpayment or 
underpayment is made in the next cream check, the adjustment will have to appear 
both on the Settlement Sheet and in the recapitulation of the settlement appearing 
on the Operating Statement. 
The Over- and Underpayments account will in thi• ease receive its entry when 
the General Journal entry is made for the settlement. The debits and credits 
resulting from settlements invoh•ing such adjustments are presented herewith: 
SETnE.\fEJI.'T INCLUDING COLI.ECTION OF OVERPAniENT 
Debits: 
Operating Account (Butterfat Purchases) SlS,OOO.OO. 
Credits: 
Over- and Underpayments (Overpayment collected) ••••.• $ .. 10.00 
Accounts Receivable Patrons ......•.•.•..•....••.•......• 200.00 
Accounts Pa)•able Patrons ••••....•................... 14,79D.OO 
SETnE.\IEJI.'T INCLUDING AN ADDITION DUE TO A PREVIOUS 
UNDERPAY~IE:-.'T: 
Debits: 
Operating Account .............................. 15,000.00 
0\·er- and Underpa)"ments.(Underpa)-ment added) 10.00 
Credits: 
,\ccounts Receh•able Patrons.... . • . . . . . . . . . . . . • . • . • . • . . 200.00 
Accounts Payable Patrons ..........•......•..••...... 14,810.00 
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The balance in the Over- and Underpayments account will be carried forward 
until the end of the year and will then be dosed to the Operating Account. It 
will be desirable to see to it that an undistributed balance be permitted to ac-
cumulate in the Operating Account during the year sufficient to at least cover the 
amount by which the underpayments may exceed the overpayments. 
If the undistributed balance in the Operating Account at the end of a given 
month is not added to the income and distributed the following month, the debits 
and credits resulting from the settlement for underpayments and overpayments 
may be carried directly to the Operating AcCQunt, thus doing away with the need 
for a special account for this purpose. 
CASH CREAM 
Some farmers' creameries pay 'cash at time of delivery for a portion of the 
butterfat received. Usually the price paid constitutes the final settlement, but 
sometimes such patrons receive an additional settlement if at the end of the period 
it is found that the price paid them is less than the price paid the regular patrons. 
The simplest way of recording the cash cream purchases is to make a summary 
of the daily cash cream sheus at thl. end of the month and make an entry in the 
General Journal for this summary, crediting Bank and debiting the Operating 
Account. If it is desired to make an entry daily, this may be made in the Expense 
Journal, using one of the blank columns for this purpose. At the end of the month 
the total of this column would be debited to the Operating Account. 
When sales of butter or supplies arc deducted from the proceeds in issuing the 
checks to the cash cream patrons, a summary of such sales should be entered in 
the Sales Journal at the end of the month. The debit in this case should be charged 
to Account Receivable-Patrons, just as is done for sales to regular patrons. The 
General Journal entry for the cash cream purchases at the end of the month will 
then appear as follows: 
DEBIT CREDIT 
Op•ratin! A~count (Buttetlat purcbueo) ................. . 
Bank........................................................... 11560.110 
Accounts R•<clvable-Patrons ·- . . . .. .. .. .. .. . . .. .. .. .. .. . • .. .. .. .. . 40.110 
In calculating the amount distributable to the regular patrons at the end of 
the period, the amount paid for cash cream will be deducted from the income in 
the space provided for that purpose on the Operating Statement. The amount 
thus deducted should include any additional amount .which may be paid the 
cash patrons at the end of the month. 
SIDELINES 
When sidelines are sold, in addition to the usual creamer)" supplies sold to 
patrons as an accommodation, an account should be opened in the General Journal 
for handling such goods. This account should be debited direct with the purchase 
price as well as with freight and any extra costs incurred for unloading or handling. 
Sales of such goods will be recorded in the Sales Journal, one of the blank columns 
being used for the purpose. The total of this column will be posted to the credit 
of the Sidelines account in the General Journal at the end of the month. 
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In order to determine the profit on such merchandise, the account should be 
credited with the inventory value of the unsold goods, and Supplies Inventor)" 
debited with this amount. The balance in the Sidelines account may then be 
transferred to the Operating Account, if it is to be distributed, or if not to be dis-
tributed, to the Surplus account. At the beginning of the next period the Supplies 
Inventory account should be credited and the Sidelines account debited, in order 
to transfer the sidelines inventory back to the Sidelines accounL 
HAULING 
The practices with reference to hauling and the methods of handling the costs 
of this service vary considerably among creameries. The creameries ma)' first 
be divided into two classes according to whether they own and operate the trucks 
or whether they are operated by private individuals. They may then be divided 
again according to whether the creamery bears the hauling cost, in which ease it 
becomes an expense borne by all the patrons, or whether the patrons whose cream 
is hauled bear the cost. In the latter case, a division is again possible according 
to whether the patrons whose cream is hauled bear the entire cost or only a portion 
of it, the creamery absorbing the remainder. Perhap1 the most common practice 
is to establish "cream routes" and to engage a private individual with a truck to 
do the hauling, paying him a stipulated amount, and charging this amount back 
to the patrons whose cream is hauled. In this case the creamery merely collects 
the hauling charge and passes it on to the hauler. 
From the record keeping point of view little difficulty is encountered regardless 
of the method used. If the creamery• operateS a truck, a Truck Operation expense 
account should be opened in the Expense Journal, and all operating costs charged 
to it. Likewise, if a private hauler is engaged at creamery expense, the amounts 
paid will be charged to Hauling Eipense in the Expense Journal. In either case, 
such expenses will be included among the expenses on the Operating Statement and 
deducted from the income in calculating the distributable balance. 
When the creamery• maintains cream routes and collects the entire cost of 
hauling from the patrons and passes it on to the haulers, the amounts paid hauler• 
will not be entered in the Expense Journal, nor will they be included in the expenses 
on the Operating StatemenL In this case, an account ahould be opened in the 
General Journal with Accounts Payable-Haulers and debited with all payments 
made to haulers. At the end of the month when a deduction for hauling is made 
in the settlement, this amount will be credited to this account when the entry· is 
made for the settlemenL 
The procedure to be followed when onlr a part of the hauling or truck opera-
tion expense is collected from the patrons thould be discussed. In this case all 
such costs should be entered in the Expense Journal, as when the creamen· is to 
bear the entire c:cst. 1\t the end of the month, any unpaid amount due haulers 
should be added to the expense and credited to Ac:counu Parable, or preferablr a 
check should be issued for the balance due. The amount collected, hown-er, 
should be deducted from the expenses on the Expense Journal as an oft' set against 
the total hauling expenses recorded there. This deduction will appear as a posting 
from the Sales Journal, wh€'te an entry• should be made for hauling sen·ice "sold" 
to the-patrons and debited to Accounts Receh·able-Patrons. The amount collected 
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for hauling will then be included with the deductions made for butter, supplies, 
and other ad\'ances when the settlement is calculated, and will be credited to 
Accounts Recei\'able-Patrons when the entry is made for the settlement in the 
General Journal. 
Frequently haulers purchase butter and other goods from the creamery, 
deductions for which are to be made when the haulers are paid. Such sales should 
be handled like charge sales to other customers,-i. e., an account should be carried 
in the customers' ledger with each hauler. At the time of making settlement with 
them for hauling, either one of two methods may be followed. The amount due 
the creamery may be deducted and a check written for the balance due. In this 
case the debits and credits to be recorded in the General Journal would be: 
Haulers ............................................. $ 120.00 
Bank ..................... , ................................. $ 115 .00 
Accountt Rc<eivable.. • • .. .. • • .. • • • • .. .. .. .. • • .. • • .. • • .. • • • • • • 5 .00 
Undrr the other method a check will be issued for the full amount ($120.00), the 
hauler gi\'ing his check or cash for the amount he owes the creamery", or two 
checks may be issued to the hauler, one for the net amount due him and the other 
for the amount he owes the creamery. The latter check is to be indorsed by him 
and constitutes payment on his part for the amount due the creamery. In either 
case the debits and credits would be as follo\vs: 
Haulers ............................................. •.• 5 120.00 
Bank .................................. : .................... l! 120.00 
(For the chcd; or checkt inued to the hauler) 1 .. 
Cub ............................................... )! • 5.00 
Accounts Receivable ................. , ........................ j! 5.00 
(For the collection of the amount due on account) 
CONTROLLING THE CASH 
The proper control of the cash is a problem of first importance in any business. 
The three steps suggested hl'rewith invol\'e little or no extra effort and if followed 
will systematize the handling of cash in a way which will avoid many of the diffi-
culties which frequentlr arise. The first step in establishing an adequate control 
of cash is to place those responsible for handling the funds under bond and then 
have the books audited periodically. Monthly audits by a committee of stock-
holders or directors are recommended, but such audits will not take the place of a 
periodical audit by an outside expert. 
The three steps which are suggested with reference to the routine handling of 
cash are:· 
1. All funds should be handled through the bank. 
2. A daily ch~k of the cash should be made .• 
3. The bank balance should be reconciled monthly. 
These points will now be discussed in the order mentioned. 
1/anJiinr all Funds tltrourh IM Bank: The theof)' back of the suggestion that 
all funds be handled through the bank is that there will then be kept two separate 
sets of cash records, one in the creamer)', and the other in the bank, the oqe provid-
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ing a check upon the other. This plan simply requires that all receipts of cash be 
deposited. It follows then that disbursements can be made only by check. This 
in itself is a measure of protection provided that only certain responsible officials 
are authorized to sign checks. This plan should not be interpreted as meaning 
that a cumbersome procedure of isauing orders on the treasurer or having the 
checks countersigned by him be followed. 
With reference to the deposits, it will be found desirable to make these dailr, 
a carbon copy of the deposit slip being retained in the files. Each amount de-
posited should check with the total of specific items of receipts as ahown by the 
itemized daily receipts in the Sales Journal and the General Journal. 
Since all receipts are to be deposited, it follows that QO expenditures can be 
made in currency, yet frequently i(is not only desirable but necessary to make 
expenditures in ;~rrency. The petty cash fund will provide currency for· this 
purpose and will make it possible still to retain the advantages of having cancelled 
checks covering all disbursements. The f:lan simply involves issuing a check 
payable to the creamery} "or to a designated official, for an amount estimated to 
cover petty disbursements for a month, an entry being made in the General Journal 
debiting Petty Cash and crediting Bank. The proceeds obtained by cashing thia 
check should be kept in a separde compartment or drawer of the cash register to 
avoid including these funds when the _next deposit is made. When a disbursement 
is made from this fund, a mem-orandum should be-kept of it in a convenient mem-
orandum boOk kept in the drawer. A receipted voucher should be obtained for 
each of such expenditures: At the- end of the month these vouchers should be 
assembled and another check issued for the total amount disbursed. ~The pett)' 
cash fund will then be reimbursed when thia c~eck is cashed. An entry for this 
check will be made in the Expense Journal debiting the ·various expense accounts 
and crediting. Bank. In this way, no entry will appear in the Petty Cash account 
except at ~e time the fund is created or discontinued. 
Rtcoru:ilin, 1M Bank Balaru:l': Failure to reconcile the balance reported by 
the bank at the end of the month with the balance of the Bank account on the 
books, must be regarded as a grou neglect, especially since it is almost impossible 
to make such a reconciliation without an inordinate amount of effort at the end 
of the year unless it is done monthly. It may be said, with reference to all phases 
of bookkeeping, that a little extra effort expended in keeping the records balanced 
currently will save enormous expenditures of effort as compared with attempting 
to bring them to balance only at long intervals. 
The chief task involved is the determination of the amount of outstanding 
checks. When the bank statement is received at the end of the month, together 
with the cancelled checks, the returned checks should first be checked aninst the 
bank statement and. then arranged numerically and checked against the-record of 
checks issued in the Expense Journal, General Journal, and on the settlement 
sheets or payroll. It will be found desirable to make a list of the outstanding 
checks for future use. The total of the outstanding checks plus the balance re-
J:Orted br the bank should be equal to the balance of the Bank account on the 
books. Occasionally a recent deposit mar not appear on the bank statement 
due to the fact that the statement may be issued before the deposit was recorded. 
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This should also he taken into account in making the reconciliation. It is much 
easier, not only to locate errors, but to make the necessary corrections _if this 
verification is attended to promptly. 
Cllttking til' Daily Casll: Frequently the cash is not balanced daily and some-
times it is not checked at all. Unless it is checked daily, little is to be gained by 
attempting to check it later, as it will then be impossible to recall the details of 
the day's business. For this purpose a daily cash reconciliation form should be 
purchased or ruled in a convenient book. The following arrangement is suggested: 
DAILY CASH RECONCILIA:riON JAN., 1~27 
2 3 4 5 
Balance from Previouo Day ..•......•• : ... . 845.00 875.00 
Sales Joiunal Receipts ... : ... : ..• : ......... . 845.00 
General ]clurnal Receipts. .•.. · •.. ·.• •••••.•. 
1-------1------~~---~-----
Total Receii>io ... .' .. :. : . ... :'.': .. , ........ ·. 845.00 '875.00 875.00 
Deposiu.; ....................... : .... .. 875.00 
845.00 875.00 
845.00 . 875.00 
Balance ............................... .. 
Cuh Count ............................ .. 
Cash Over .............................. . 
Cash Short ............................ .. 
The daily reconciliation of cash presupposes that a daily reconciliation is also 
made of butter and other creamery products, which is fully as important as the 
cash reconciliation. Frequently, discrepancies in cash will be due to failure to 
"ring up" or record sales of creamery products, and a reconciliation of the one 
will aid in the reconciliation of the other. E\•ery effort should be made to locate 
any discrepancies which may exist, and the difference should be recorded as "cash 
o\·er" or "cash short" only as a last resort. Frequently a shortage or overage on 
one day will be cancelled the next day. ·At an}' rate, a gradual accumulation of 
one or the other will at once suggest that something is wrong and action should be 
taken with a \'iew to locating the difficulty. 
